Introduction
Rational operation of the market economy needs the activation of such a lever, as competition is. As it is universally known, one of the major functions of the government is the establishment and strict protection of the sound competitive environment in the country. The Post-Soviet region is characterized by additional problems in this respect. One of the identified problems is about the establishment and operation of the institutional mechanism to protect competition. It becomes necessary to develop the relevant local legislative base and specify the power of the executive authority of the country by considering the European and world experience.
International practice evidences that certain regulatory instruments of regulation are to be used in small countries, and this promotes the economic development of the country. Such a regulation, unlike the one used in the East European countries, takes a particularly complex course in Georgia, the reason for which is thought to be the inconsistent political economy realized by the government of Georgia.
The goal of the research can be formulated as a following question -what are the major principles to be used by the state as the basis for the policy supporting the competitive environment?
The study is about the competition policy of the country. The competition policy, as an important part of the economic policy of Georgia, has been subject to permanent changes recently and was oriented on strengthening sometimes the regulation of the competition or its deregulation other times. This is why the consideration of the history of competition and making relevant conclusions will help develop the future course important for the development of the economy.
It took 23 years for the economics in Georgia to transform. Georgia is on the list of small countries, as it ranks 121 st among 236 countries with its territory and it is 122 nd with the population of 4.47 million people. Georgia has limited resources, and its market decreases following the market segmentation. "The country much depends on import and investments. The geography of export expands slowly. The inequality of incomes and level of poverty are high, and 40% of the population is in a helpless position. There is mass migration of the labor force from the country (so called "Brain-drain")".
1 Such a grave situation needs prompt and obligatory salvation. The economic success and power of a country primarily depends on the sound competitive environment and moderate regulation of the competition by the state. They consider a bipolar approach to the economy management: regulation and liberalization, which have been approved in Georgia in recent years. Accordingly, it will be useful for other countries and Post-Socialist countries in the first instance to consider the experience of Georgia.
Methods
The principal method of the research was a systematic approach. The major accent was made on such methods, as: analysis, synthesis, comparison and economic and statistical analysis. The data of official and non-governmental and international organizations were processed for the study purposes (such as legislative acts, scientific articles, reports of international organizations, etc.). The accent was made on the existing situation and future perspectives. Among other things, we considered that the transition to the market economy of Georgia was complex and contradictory. The country had no relevant organizational or legislative base and it lacked qualified staff causing further difficulties. Owing to the scarce and divergent statistical data, no quantitative analysis was done.
The process of the study included the research and evaluation of the competitive environment on different markets of Georgia. The advantages and disadvantages were identified and some directions to improve the competitive environment were developed.
The study is made up of two parts. The first part considers the regulation of concrete mechanisms and history of antimonopoly offices in 1990-2012, while its second part considers the situation on different markets of Georgia.
Results

Historical research results
Antimonopoly regulation and formation of competition mechanisms in Georgia have an outstanding history, which started in the 1990s and has been continuing to present. The history includes three different phases.
Phase One started in the Post-Soviet era (in the 1990s) and continued till the "Rose Revolution" (in 2003). The 1990s were the period of collapse of the directive economy and introduction of the principles of the market economy in Georgia. In order to support free competition, the competition policy was to be developed. This process took place simultaneously with the privatization. In order to avoid the transformation of the state monopolies into private monopolies, Georgia started to develop the antimonopoly legislation, with the Ministry of Economics of Georgia charged with supervising the process.
The first competition act of the development of the competition policy was the Resolution "On some measures of demonopolization of the economic activity" adopted by the Cabinet of Ministers of the Republic of Georgia on March 17, 1992 and Decree "On limiting the monopolistic 1 Narmania D. Competition policy and practice of market regulation, The need for market regulation in small states,
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activity and development of competition" of October 16, 1992. The Constitution of Georgia of 1995 stated that "the state is obliged to promote free entrepreneurship and support the development of competition. Monopolistic activity is prohibited, except in cases envisaged by the law. The consumers' rights are protected by the law". 2 In the same period, an independent antimonopoly department was established in Georgia. The Parliament of Georgia adopted the laws "On Protection of the Consumers' Rights" (1996) and "On Advertisement" (1998) . A number of by-laws were developed. The legislative activity in this field was finalized by adopting the Law "On antimonopoly activity and competition" (June 26, 1996) .
Since 1996, they started harmonizing the legislation of Georgia with the EU legislation, and the Partnership and Cooperation Agreement was reached (PCA, 1996) .
As the Antimonopoly department operated, the process of establishing the regulatory commissions in Georgia began. As the further processes demonstrated, the main goal of the regulatory commissions was "to exclude supervision over the anti-competition actions of the enterprises from the competence of Georgian state antimonopoly department, the principal body protecting the competition in the country". In particular, Georgia headed for the economics and business sector liberalization, and soon, the state interference in the economics was brought to minimum. By reason of refusing any regulations, the Antimonopoly department and antimonopoly legislation was abolished and thus, a full deregulation of the economy was reached.
In 2005, the antimonopoly legislation frame was substituted by the Law "On Free Trade and Competition" has been in force, and a Free Trade and Competition Agency was founded. It should be noted that the Agency had no executive function and was limited to giving out recommendations in its operation. Now, the institutional frame of competition included only two branch regulators, the Georgian National Communication Commission (founded in 2000) and Georgian National Energy and Water Supply Regulatory Commission (founded in 1997). Under the Law "On Free Trade and Competition", the state regulation envisaged only a single act of the state support, e.g. exemption from taxes, debt forgiveness or restructuring, allowing preferential credits and the like. The Law turned out to be so deficient that its expected outcome in respect of supporting the competition was beneath criticism. As a consequence, the established situation was duly criticized in 2008 Conclusion of the European Commission: "It is clear that current legal and institutional framework does not provide for a solid basis for an effective competition policy". 4 The course of the government of Georgia, among other things, touched so called natural monopolies, who are suppliers of such products on the market, as electricity, natural gas, drinking water, city and mobile communication, passenger transport, cargo transportation, etc. Handling down the regulatory levers to the market or independent regulatory bodies by the state authority (or so called 'deregulation') was explained by the market's capability to eliminate the defects caused by rude interference of the state in the sectors of economy, while the competition would result in higher public satisfaction and better protection of the consumers' interests.
5 However, it turned out that the absolute deregulation led to increased prices and infringed consumers' interests.
Phase Three started in 2010 and lasts to present. The competition law of Georgia has gradually strayed from the international requirements. Therefore, from 2010, in order to harmonize the competition legislation of Georgia with the EU legislation, the country authority had to retake active
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488 steps meaning investigating the effective legislation and establishing relevant institutions. In February of 2010, under the Decree of the President of Georgia, an independent Free Trade and Competition Agency was founded. The Agency is responsible for the execution of the competition law in every branch. On December 3 of the same year, the government of Georgia issued an Order on approving the thorough strategy of the competition policy showing its political will to develop the competition policy and bring the domestic legislation and institutions in harmony with the international practice. The principal normative act regulating the field of competition in Georgia, the Law "On Free Trade and Competition" is incompliant with the regulations effective in Europe. The Law is mainly oriented on the regulation of the competition limitation by the state (self-government) and does not admit the possibility of the competition limitation due to unlawful acts of other economic subjects.
It should be noted that by considering the international norms of the national regimes of trade and competition (EU, WTO, UNCTAD, OECD Rules and Principles), Georgia has certain obligations, and the states must adopt and improve the relevant legislative acts to discharge such obligations. The Free Trade Agreement (FTA) is an important document, which envisages removal of the trade barriers between the countries and measures to protect intellectual property. Establishment of a thorough free trade zone will help Georgia to become more competitive and use the EU domestic market. It will also help the country's economic integration in the EU.
Empirical research results
Competition generally, is a very dynamic process, when the different companies constantly fight for leadership and the market conditions improve sometimes and deteriorate other times. However, after seizing the market monopoly, the business of the company leading the market starts to act against the consumers' interests. Now, they often talk about unsound competition in such fields, as fuel, medications, meat, etc. on the Georgian market. Even empirical observations evidence that these sectors are characterized by monopoly and oligopoly market properties, where a small number of companies (total of five large companies represented on the market: LUKOIL GEORGIA, GEORGIA SANPETROLEUM, SOCAR GEORGIA PETROLEUM, WISSOL PETROLEUM GEORGIA AND ROMPETROL GEORGIA) support the trend of price increase to a certain extent. In 2006-2011, the total turnover of small and average businesses on the retail fuel market from 20% fell to 7% (Competition Policy in Georgia, 2012). The said companies have almost identical prices. It is interesting to note that the rising international prices are followed by the similar trend in Georgia, i.e. the prices in Georgia also rise, but the fall of the international prices is not followed by a similar trend in Georgia. The situation is also oligopoly on the pharmaceutical market with three large companies: AVERSI, PSP and GPS, who offer the medications to the consumers at high prices. "Unless there is a competitive environment and there are only two or three players on the market with the power to change the prices under the carter agreement, one should not expect any solution to the problem of irrelevant prices. The data of the studies evidence that the prices of medications are inadequately high, with the price markup from the customs department to the retail network varying between 100 and 1000%" (Jariashvili, 2012) .
The situation on the foodstuff market is also non-competitive. Georgia much depends on the foodstuff import. Meat and dairy products fail to meet the current demand for them and the deficit is filled with import. Therefore, the international prices have direct impact on the local foodstuff prices. However, the institutional problems of local production are even more complex. For instance, the right to slaughter the cattle is given by the Ministry of Economics of Georgia to concrete slaughter houses what leads to the increased prices of the meat on the market. By giving particular rights to certain slaughter houses has made it easy for them to quote the prices they wish and get higher profits.
Discussion
At present, it is a recognized fact that the market is the best means to distribute the resources on the one hand, and the more violently the state interferes with the market operation, the more
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489 inefficient the resource distribution is with a certain part of the resources used for corruptive purposes, and a free market is characterized by frequent "failures", with unfair distribution of the resources on the other hand. Under such circumstances, certain interference and regulation by the state is necessary. The main thing is that the scales of interference must not be as high as to hamper the development of the economic subjects. International practice evidences that certain regulatory instruments are to be used in small countries and this helps the economic development of the country. The following trends in the market regulation are worth mentioning: regulation of the domination of one company and natural monopolies, regulation of oligopolies and control of mergers. Therefore, orientation on using certain levers is acceptable for Georgia, like other small countries.
Following the above-mentioned, we think the following operations purposeful:  Updating the institutional base of the economy regulation in Georgia, that will help harmonize the country legislation with the EU legislation and will support the Euro-Atlantic Integration of Georgia;  Active steps by the state and onset of the market research, identifying subjects with market power and working out relevant measures preventing the companies from using the market power against the consumers' interests. Particular attention should be paid to the agreements between the economic agents on the market in such fields, as the regulated segments of the market (e.g. power engineering, communication).  The competition agency should be authorized to make final decisions to help urgently eliminate the competition-restricting action. The Agency should also be engaged in monitoring the sectors of economy and must not limit itself with reacting to the claims or statements only.  The labor market, restriction of competition, food safety and other regulations should be rehabilitated according to the European experience with the participation of experts and concerned parties.  Principles of transparency should be better reflected in the legislation and resolutions of the regulation bodies.
